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§402.2b

(in absolute value) of the two interim hair-
cuts that were netted, and (2) a zero in the
category of the smaller. If further netting of
that category at the same level is permis-
sible and possible, it will be necessary to re-
place the net residual position interim hair-
cut involved with a new (and smaller) net
residual position interim haircut.

Column 27—When all possible (net) resid-
ual position interim haircuts have been net-
ted, enter under ‘‘Hedging Disallowance
Haircuts’ all hedging disallowance haircuts
calculated in the netting procedures, each in
its appropriate category.

Enter under ‘‘Total Hedging Disallowance
Haircut’ the sum of all the hedging disallow-
ance haircuts entered in column 27. Carry to
Schedule A, line 2c.

Column 28—Under ‘‘Qualified Netting In-
terim Haircuts’ enter in the appropriate cat-
egory the absolute value of the haircut given
under ‘‘Net Residual Position Interim Hair-
cut” at the highest hedging disallowance fac-
tor used for that category (columns 26, 24, or
22). This value will also be the smallest of
the net residual position interim haircuts in
that category. If the position in a given cat-
egory was not used in hedging then enter the
absolute value of the residual position in-
terim haircut from column 20.

Sum the qualified netting interim hair-
cuts, enter this value under ‘‘Residual Net
Position Haircut,”” and carry to Schedule A,
line 2d.

[62 FR 27931, July 24, 1987, as amended at 53
FR 28985, Aug. 1, 1988; 71 FR 54411, Sept. 15,
2006]

§402.2b [Reserved]

§402.2¢ Appendix C—Consolidated
computations of liquid capital and
total haircuts for certain subsidi-
aries and affiliates.

(a) Consolidation. (1) A government
securities broker or dealer (the ‘“‘parent
broker or dealer’), in computing its
liquid capital and total haircuts pursu-
ant to §402.2:

(i) Shall consolidate in a single com-
putation of liquid capital the assets
and liabilities of any subsidiary or af-
filiate for which the parent broker or
dealer guarantees, endorses, or as-
sumes directly or indirectly the obliga-
tions or liabilities if the parent broker
or dealer has obtained the opinion of
counsel described in paragraph (b) of
this section with respect to such sub-
sidiary or affiliate;

(ii) May not consolidate in a single
computation of liquid capital the as-
sets and liabilities of any subsidiary or
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affiliate for which the parent broker or
dealer guarantees, endorses, or as-
sumes directly or indirectly the obliga-
tions or liabilities if the parent broker
or dealer has not obtained the opinion
of counsel described in paragraph (b) of
this section with respect to such sub-
sidiary or affiliate, but in that event,
the parent broker or dealer shall com-
pute its total haircuts by adding the
total haircuts of each such subsidiary
or affiliate computed in accordance
with the provisions of §402.2 to the
haircuts of the parent broker or dealer
computed separately in accordance
with the provisions of §402.2; and

(iii) May consolidate in its computa-
tion of liquid capital the assets and li-
abilities of any majority owned and
controlled subsidiary or affiliate for
which the parent broker or dealer does
not guarantee, endorse or assume di-
rectly or indirectly the obligations or
liabilities if the parent broker or deal-
er has obtained the opinion of counsel
described in paragraph (b) of this sec-
tion with respect to such subsidiary or
affiliate.

(2) With respect to any subsidiary or
affiliate whose assets and liabilities
are consolidated in the parent broker’s
or dealer’s computation of liquid cap-
ital according to the provisions of
paragraph (a)(1)(i) or (a)(1)(iii) of this
section, the parent broker or dealer
shall compute its haircuts in accord-
ance with the provisions of §402.2 as if
the consolidated entity were one firm,
or, in the alternative, shall add the
total haircuts of each consolidated sub-
sidiary or affiliate computed in accord-
ance with the provisions of §402.2 to
the haircuts of the parent broker or
dealer computed separately in accord-
ance with the provisions of §402.2.

(b) Required counsel opinion. The opin-
ion of counsel referred to in paragraph
(a) of this section shall demonstrate to
the satisfaction of the Commission,
through the Designated Examining Au-
thority, that net asset values, or the
portion thereof related to the parent
broker’s or dealer’s ownership interest
in a majority owned and controlled
subsidiary or affiliate, may be caused
by the parent broker or dealer or an
appointed trustee to be distributed to
the parent broker or dealer within 30
calendar days. Such opinion shall also
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